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BY HAND

Mr. William F. Caton
Acting Secretary
Federal Communications Commission
1919 M Street, N.W., Room 222
Washington, D.C. 20554

Re: MM Docket No. 92-266 -- Ex Parte Presentation

Dear Mr. Caton:

This is to provide notice, pursuant to Section
1.1206 of the Commission's Rules, that A. Jay Finegold, Vice
President of Government Relations, Affiliated Regional
Communications, Ltd. ("ARC"), James A. Martin, President of
Network Operations, Liberty Sports, and the undersigned, as
counsel for ARC and Liberty Sports, met with the following
Commission personnel on April 18 to discuss commercial rate
regulation issues raised in the comments and reply comments
filed by ARC in this proceeding on June 29 and July 29, 1994:

John Nakahata, Special Assistant to Chairman Hundt;

Maureen O'Connell, Legal Advisor to Commissioner
Quello;

Jill Luckett, Special Advisor to Commissioner Chong;

Mary McManus, Legal Advisor to Commissioner Ness; and

Lisa B. Smith, Legal Advisor to Commissioner
Barrett.
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Mr. William F. Caton -2-

In addition to reviewing ARC's comments and reply comments, we
discussed and provided copies of the enclosures to each of the
above.

If you have any questions regarding this matter,
please contact me.

Very truly yours,

~.tt
RLH:ssm
Enclosures
cc: John Nakahata, Esquire (w/encl.)

Maureen O'Connell, Esquire (w/encl.)
Jill Luckett, Esquire {w/encl.}
Mary McManus, Esquire (w/encl.)
Lisa Smith, Esquire (w/encl.)
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COMMERCIAL RATE BEGULATIQN PROPOSAL
(April 18, 1995)

I. The Continuing Uncertainty Created By The Commission's Proposal Is Injuring .
Regional Sports Networks.

A. In its 3/30/94 Order at '185, the Commission declined to "adopt regulations
permitting special commercial rates at this time.... "

B. ARC has entered into multi-year rights agreements with sports leagues and
teams with rights fees premised on higher commercial rates.

C. Uncertainty arising from the Commission's Order has impeded the develop­
ment and threatened the very existence of ARC's commercial rate programs.

1. Such uncertainty has been particularly problematic generally for affilia­
tion agreement renewals and new customers.

2. The Commission's proposal has impaired not only ARC's agreements
with cable operators, but also its direct sales programs to commercial
entities. ~ ARC Comments at 4 n.2.

II. Higher Commercial Rates Have Been Fully Justified In The Record.

A. Different and higher commercial rates are a long-established commercial prac­
tice and do not constitute a response to the regulation of rates to residential
customers.

B. ARC pays higher license fees for the right to distribute programming to com­
mercial establishments.

1. As the Commission recognized in its study of sports migration, profes­
sional sports teams have a significant interest in protecting the "gate"
for their home games, which generally constitute the majority of games
licensed to regional sports networks. See Sports Mi&ration Final
Report at '158-159; NHL Comments at 9.

2. Consequently, early rights agreements prohibited distribution of
licensed games to commercial entities.



3. As teams and leagues permitted distribution to commercial establish­
ments, the rights agreements expressly required ARC to charge higher
rates to commercial entities, allowed the teams to share in commercial
license fees and/or substantially increased general rights fees. ARC
Comments at 5; NHL Comments at 9.

C. Commercial subscribers receive added value from ARC's service, particu­
larly its coverage of local professional sports events.

1. Sports bars advertise televised events to "draw" customers.

2. Commercial establishment effectively "gives away" programming to
increase revenues from sale of food, beverage or services -- one bar
owner indicated that televised Boston Red Sox baseball games can
increase bar revenues by $200 to $300 per night. Cablevision Systems
Comments at 6 n.10.

D. Commercial establishments allow large numbers of persons to view ARC's
service without subscribing to it -- higher commercial rates permit ARC to
recoup a portion of lost revenues.

E. Higher commercial rates are consistent with other commercial licensing
arrangements .

1. Long-standing copyright law distinguishes between "private" and "for
profit" performances or displays of copyrighted works -- the Copyright
Act recognizes that commercial establishments using licensed works to
further their for-profit operations receive significantly greater benefits
than residential customers.

2. ASCAP and BMI license fees are based on the seating capacity of com­
mercial establishments.

F. Professional leagues and programming services charge higher commercial
rates regardless of the distribution medium, and such rates are reflected in
the retail rates of all media.

1. The commercial rates for the NFL's "Sunday Ticket" service are based
on fire code occupancy figures and range from $399 to $29,999 per
season. When the Commission reviewed this package, which is
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delivered by satellite and unavailable over cable television, it concluded
that it had "no basis to question the announced price structure of the
package." Sports Migration Final Re.port at '171.

2. DirecTV similarly charges higher commercial rates for the ESPN, TNT
and Golf Channel services, ARC's regional services, and non-sports
programming services.

3. HSD packagers and MMDS, SMATV and DBS operators all charge
higher commercial rates.

m. There Is No Statutory Or Empirical Basis For Regulating Commercial Rates In
Any Event.

A. The Cable Act does not require the Commission to regulate commercial
rates.

B. There is effective competition to cable in serving commercial entities.

1. Cable operators provided data reporting substantial competition from
alternative distribution technologies.

2. Clearly, the Ku-Band service provided by DirecTV and PrimeStar and
the C-Band service provided by numerous HSD packagers provide
nationwide effective competition for commercial customers.

C. The Commission has no data on which to base commercial rate regulations.
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DlRE(n', IT'S PERSONAUZED TV.
, .FOR YOUR BUSINESS.

EQUIPMENT AND INSTALL.ATION

Your liny t8-lnch dish can easily be
professionally installed al any soulh'(acinf;
Donion of your ~Iablishmenl. such as a winrlGw
sill or roof line. Hulliple receiver> and iru\.

multiple televisions can ail be connecle{j ir

:he same 181nch dish E.a(h 01 )'our DSS recE(,ci,

will be authorized 10 receive your selEci e j

programming at no exira (ost. as long as EnCr
i~ connectrd to the same phone line

All you need fa get the best in lelev!s101i
enler1ainmenl is Ihe aflordable D5S recelVlng f-'

equipment One 18-lmh dish, a sel'top receiver -~

aJld a universal remole conlroL There's no rMVlng ,.6
antenna. no hassle, and no need to lovesl in r.n
several big (-band satellile anlenna~

To E'xpertence DIRECTV and Ihe DSS lor ~OL.N','

V'i~iI your local RCA or Salellile lV dealer le,i,; ,!

Or (all 1·800·??b~DlV (18002264388
marL' Infonnation.

'.- :·,i _."_. ·:~>4>~':/":\c:--";:a;.: "j.,,~: _.:~ ·r··
AddlHonal ~PQrti and enltr1a;nm~l1rtr~aJlimlnll WIll btCOI11,,-"·=::-·I:
available throughout 199~, .':.;~:.tj;~{;,~. '. . . .~.

. ~,-'~~~:,~\~~~',.:").' .. - --", -,-"
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